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Elliott Financial Services, Inc.
New Orleans, Louisiana

December 31, 2002



LeGlue & Company, CPAs

(A Professional Corporation)

February 8, 2003

To the Board of Directors and Stockholders
Elliott Financial Services, Inc.
New Orleans, Louisiana

Independent Auditors' Report

We have audited the accompanying statement of financial condition of Elliott Financial
Services, Inc. as of December 31, 2002. The statement of financial condition is the
responsibility of the Company's management. Our responsibility is to express an opinion
on this financial statement based on our audit.

We conducted our audit in accordance with U. S. generally accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the statement of financial condition is free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the statement of financial condition. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall statement of financial condition presentation. We believe that our audit provides a

reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in
all material respects, the financial position of Elliott Financial Services, Inc. as of December
31, 2002, in conformity with U. S. generally accepted accounting principles.

Respectfully submitted,

(A Professional Corporation)

2839 Eneray Gentre ¢ 1199 Boydras Street * New Bticans kovivam WS AR
Telephone 394/386:0381 © Fax 3943313040
Member 8f American Instituie of Sertified Bublic Accounianis and
Society of Lonisiana Gertifisd Bublic Accountanis



Exhibit A

STATEMENT OF FINANCIAL CONDITION

Elliott Financial Services, Inc.

December 31, 2002

ASSETS
Cash $29,138
Deposit with clearing organization 35,5667
Receivable from brokers and dealers 2,472
Prepaid expenses 1,366
Other assets 1,200
Total $69.743

LIABILITIES AND STOCKHOLDERS' EQUITY

Accrued expenses $ 781
Payroll taxes accrued and withheld 823
Total hiabilities 1,604

Liabilities subordinated to claims of general
creditors ‘ 40,000

Commitments and contingencies
Stockholders' equity (Exhibit C)

Common stock, no par value, 1,000 shares
authorized, 200 shares issued and

outstanding 8,000
Additional paid-in capital 37,000
Retained earnings (Deficit) (16,861)

Total stockholders' equity 28,139

Total $69.743

See accompanying notes to financial statement.



STATEMENT OF INCOME (LOSS)

Elliott Financial Services, Inc.
For the year ended December 31, 2002

Revenue
Commissions
Interest

Total revenue

Expenses
Salaries

Clearing expense

Communications

Rent

Regulatory fees

Interest

Taxes

Other operating expense
Total expenses

Income (Loss) before income taxes

Provision for federal and state income taxes

Net income (Loss)

See accompanying notes to financial statements.

Exhibit B

$ 88,780
305
89,085

37,465
22,329
7,490
8,400
1,618
3,600
3,092

5,245

89.239

(154)



Exhibit C

STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

Elliott Financial Services, Inc.

For the year ended December 31, 2002

Additional
Common stock paid-in Retained
Shares Amount capital earnings
Balance (Deficit), January 1, 2002 200 $ 8,000 $ 32,000 $ (16,707)
Additional contributed capital - - 5,000
Net income (Loss) - - - (154)

Balance (Deficit), December 31, 2002 200 $ 8,000 $ 37,000 $(16.861)

See accompanying notes to financial statements.



STATEMENT OF CASH FLOWS

Elliott Financial Services, Inc.
For the year ended December 31, 2002

Cash flows from operating activities

Net income (Loss)

Adjustments to reconcile net income (Loss) to net
cash provided by (Used in) operating activities:
Changes in assets - (Increase) Decrease

Deposit with clearing organization

Receivable from brokers and dealers

Receivable - Other

Other assets
Changes in liabilities - Increase (Decrease)

Due to brokers and dealers

Accrued expenses

Payroll taxes accrued and withheld
Decrease in federal and state income taxes payable
Increase in interest payable

Total adjustments
Net cash provided by (Used in)
operating activities

Cash flows from investing activities

Cash flows from financing activities
Additional paid-in capital

Net increase (Decrease) in cash
Cash, beginning of year

Cash, end of year

See accompanying notes to finanical statements.

Exhibit D

154

14,433
(2,334)
80
(223)

(9,808)
(2,734)
441

145

299

5,000
4,701

24,437



Exhibit E

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED TO
CLAIMS OF GENERAL CREDITORS

Elliot Financial Services, Inc.

For the year ended December 31, 2002

Subordinated hLabilities at January 1, 2002 $ 40,000
Increase

Decreases

Subordinated liabilities at December 31, 2002 $ 40.000

See accompanying notes to financial statements.



NOTES TO FINANCIAL STATEMENTS

Elliott Financial Services, Inc.

December 31, 2002

Note 1
The following explanatory comments are submitted relative to the nature of operations
and a summary of significant accounting policies of the corporation:

(a) The company is an introducing broker and has a contractual agreement with a
clearing broker. The clearing broker, located in New York, New York, carries the
accounts of the company's customers on their books. The company also receives
commissions for sales of various mutual funds. The company has a customer base
limited to the greater New Orleans area.

(b) The company maintains its records and reports its income to the taxing authorities
on the accrual method.

(c) For purposes of the statement of cash flows, the corporation considers all highly
liquid debt instruments purchased with a maturity of three months or less,
redeemable without penalty for early withdrawal, to be cash.

Note 2
The deposit with a clearing organization at December 31, 2002 in the amount of $35,567
is 1n accordance with the contractual obligation the company has entered into with the

clearing broker.

Note 3
The borrowings under the subordination agreement at December 31, 2002 are as

follows:

Subordinated note payable, due September 30,
2003, 9% interest

The subordinated borrowings are covered by an agreement approved by the National
Association of Security Dealers and are thus available in computing net capital under
the Securities and Exchange Commission's uniform net capital rule.



Note 4
During the year ended December 31, 2002 the corporation was involved in the

following related party transactions:

Interest paid to William T. Elliott, an officer and shareholder of the company,
during the year ended December 31, 2002 was $3,600.

Note 5
Cash paid for interest expense and income taxes during the year ended December 31,

2002 was as follows:

Interest $3.600
Income taxes $ -

Note 6
The company was obligated under an operating lease for office facilities. Minimum lease

payments under such lease is as follows:

Year ended

December 31 Amount
2003 $ 8,400
2004 7.700

Total 16.100

Note 7
The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of
revenue and expenses during the reporting period. Actual results could differ from

those estimates.

Note 8
The company is subject to the Securities and Exchange Commission's Uniform Net

Capital Rule (rule 15¢3-1), which requires the maintenance of minimum net capital. At
December 31, 2002, the company had net capital of $64,862, which was $14,862 in excess
of its required net capital of $50,000.



COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 OF THE

SECURITIES AND EXCHANGE COMMISSION

Elliott Financial Services, Inc.

For the year ended December 31, 2002

Net capital
Total stockholders' equity

Liabilities subordinated to claims of general creditors

allowable in computation of net capital

Deductions and/or charges
Prepaid expenses
Other assets
Haircuts on securities (computed, where
applicable, pursuant to 15¢3-1(f) ):
Trading and investment securities:
Other securities

Net capital

Computation of Basic Net Capital Requirement
Minimum net capital required (15c¢3-1(a)2)

Reconciliation with Company's Computation
(included in Part ITA of Form X-17A-5 as
of December 31, 2002)
Net capital as reported in Company's Part I1
(Unaudited) FOCUS report
Net audit adjustments

Net capital per above

1,366
1,200

~
[a—
—t

Schedule 1

$ 28,139

40,000
68,139

3,277

M

$ 65,917
(1.055)

£ 64,862



